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SUBJECT: Ani mal Popul ation Control Fund

SUMVARY OF BI LL

Under the Personal Incone Tax Law (PITL), this bill would allow taxpayers to
designate a contribution on the tax return to a newy created Ani mal Popul ation
Control Fund.

Thi s anal ysis does not discuss the bill’s changes to the Cvil Code and the Food
and Agricultural Code as they do not inpact this departnment or state incone tax
revenue.

SUMVARY OF AMENDMENT

The March 29, 2000, anendnent added the | anguage di scussed in this anal ysis.

EFFECTI VE DATE

This bill would be effective January 1, 2001. The Ani mal Popul ati on Control Fund
woul d not appear on the tax return until another fund has been renoved and woul d
be repealed after five years.

LEG SLATI VE H STORY

AB 1139 (1999 - Strom Martin) would have all owed taxpayers to designate a
contribution on the tax return to a newy created Animal Popul ati on Control Fund.
This bill failed to pass out of the house of origin by January 31 of the second
year of the two-year session

PROGRAM HI STORY/ BACKGROUND

Thirteen voluntary contribution funds appear on the 1999 state income tax return.
Total contributions to the funds have varied fromapproximately $3.4 mllion in
1989/ 1990 to approximately $3 million in 1998/1999. The nunber of individuals
contributing (first tabulated in 1993) remains fairly constant at approxi mately
140, 000, or slightly less than 1% of all taxpayers.

SPECI FI C FI NDI NGS

Current federal tax |law provides a true checkoff to direct $3 of a taxpayer’s tax
liability to the presidential election fund. Designation of the $3 anobunt does
not affect a taxpayer’s tax liability or refund anount.
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Current state tax law allows taxpayers to make contributions of their own funds
(not tax liability) on their tax returns to the 13 voluntary contribution funds
listed on the state tax return. Mst of the funds provide for the rei mbursenent
of the Franchise Tax Board's (FTB' s) and the Controller’s actual costs to
adm ni ster the fund.

Except for the California Seniors Special Fund, which has no sunset date, the

vol untary contribution funds have vari ous sunset dates. Attachnment | shows the
specific sunset dates for each voluntary contribution fund and indicates that all
funds except the California Seniors Special Fund nust nmeet a m nimum contribution
test (as indexed, if required) to remain on the return. Attachment Il is a chart
i ndi cating the nunber and dol | ar amount of contributions to the funds for
multiple fiscal years.

This bill would establish the Animal Popul ation Control Fund (the Fund) and woul d
al | ow taxpayers to designate their own funds (not tax liability) to the Fund on
their tax returns in full dollar anmbunts of $1 or nore. The contributions may be
made individually by each signhatory on a joint return. The designations for any
taxabl e year nust be made on the initial return for the taxable year and, once
made, are irrevocabl e.

This bill would require the FTB to revise the personal inconme tax return to
i nclude a designation space for the Fund begi nni ng when anot her voluntary
contribution fund is renoved.

For taxabl e years beginning in any cal endar year after the first taxable year the
Fund appears on the tax return, this bill would require the fund to neet the
$250, 000 mi ni mum contribution test. Beginning the second cal endar year after the
fund appears on the tax return, the FTB would be required to adjust the $250, 000
m ni mum contri bution amount for inflation. |[If in any cal endar year the FTB
estimates by Septenber 1 that contributions made under this bill will be |ess

t han $250, 000 (as indexed), the fund would be repeal ed.

This bill would provide that a taxpayer’s return be treated as if no designation
has been nmade if paynents and credits reported on the return, together with any
other credits associated with the taxpayer’s account, do not exceed the
taxpayer’'s liability. |If the event that no designee is specified, a designated
contribution would be transferred to the General Fund.

This bill would require the Controller to transfer fromthe Personal |ncone Tax
Fund to the Fund the total anpunt designated for contribution by taxpayers to
t hat fund.

This bill would require all noneys transferred to the Fund, upon appropriation by
the Legislature, to be allocated to: 1) the FTB and the Controller for

rei mbursenment of costs incurred performng their duties under this article, and
2) to the Departnent of Food and Agriculture for allocation to the animal

popul ation control program adm nistered by the California Veterinary Mdica
Foundat i on.

This bill specifies the Legislature’s intent that this article create an
addi ti onal funding source for the animal popul ati on control program and that

t hese funds must be used to suppl enent, not replace, other funding sources for
this program
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Pol i cy Consideration

The placenent of voluntary contributions on the tax return limts the anmount
of space available for tax-related itens. The inclusion of non-tax related

information could ultimately inpair tax collection and reduce adm nistrative
efficiency.

| npl enent ati on Consi derati on

This bill does not provide an “ordering rule” to determ ne placenent on the
return should other voluntary contribution funds be enacted with the sane
requi rement that another be renoved before it is added. Wthout a statutory
ordering rule, the departnment woul d place new contributions on the return
based on chaptering order of the bills creating the funds. It m ght be
appropriate for the author to include this, or another order rule, in this
bill.

Techni cal Consi derati on

The bill provides that any contribution made after the Fund s repeal should
be transferred and di sbursed as woul d have been required. This |anguage is
not necessary, as it is provided in a general section which applies to al
vol untary contri butions.

FI SCAL | MPACT

BOARD

Departnental Costs

This bill would not significantly inpact the departnent's costs.

Tax Revenue Esti mate

Based on the informati on and assunpti ons di scussed bel ow, the potenti al
revenue | osses woul d be insignificant, $15,000 or |ess annually, beginning
with fiscal year 2001/2002 as a result of item zed deductions for the
contri butions.

Any possi bl e changes in enpl oynent, personal incone, or gross state produce
that might result fromthis bill are not taken into account.

Tax Revenue Di scussi on

For purposes of this estimate, it is assumed this fund would be added to the
2000 state incone tax return filed in 2001

According to departnental data, nore than 487,000 contributions by

approxi mately 140,000 taxpayers, totaling nore than $3 mllion were nade to
13 specified funds in fiscal year 1998/1999, with an average of $6 per

i ndi vidual contribution. Assuming 1) the contributed amounts are incl uded
in item zed charitable deductions; 2) a 2% annual growth in contributions;
3) an average marginal tax rate of 6% and 4) no reductions for other
contributions normally reported, the annual revenue | oss would be on the
order of $15, 000.

POSI T1 ON

Pendi ng.



